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Belt Atlantic is at the forefront of the new communications and 
information industry. With 43 million domestic telephone access 
lines and 12 million wireless customers worldwide, the company is a 
premier provider of advanced wireline voice and data servicer, a 
marketleaderin wireless services and the world'. largest publisher of 
directmy information. BeUAtlxtic is also one afthe world's barges: 
investors in high-gmwth global communications markets, with oper- 
atiansandinvestmentsin 23 countries. 

Vision Statement 

To be the custome<s first choice for communications and information services 
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in every market we serve, domestic and international. I 
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Be,, Atlantic Foundation 
Even as WF redefine ourselves a5 a global 
communications company, Bell Atlantic's roots 
remain firmly planted in the hundreds of diverse 
communities we serve. 

Bell Atlantic Foundation's overriding goal is 
to make information technology accessible to 
everyone,regardiex ofeconomics. demographics or 
education. In punuitafthis goal, ourtop pn'ority 
is to supput non-profit organizations that we 
innovative technology to address societal 
chalknger. Aam a", rqion,the Foundation funds 
ruch programs as distance learning, Internet 
ardculum dewlopment and training, telemedidne 
and on&e arts-in-education. 

In addition to the Foundation's activities. our 
employees volunt~ermontban seven million hours 
to a tide variety of community oqaniratiom,and 
we have community relations managers throughout 
our region to ensure that bxalcivic and non-profit 
groups baveinputto aurphilantbmpicactitities. 

For more information, we our Web rite, 
wwrr.bellatlamiFfoundation.cam. 
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Additional investor information. as well as contact information, is avail- 
able an ourwebsite at ww.BeUAtlantircom/invesL 

To receive a copy of the 1999 BeUAtLantic Annual Report on Form 10-K. 
which is filed with the Securities and Exchange Commission, contact 
Investnr Relations: 

Bell Atlantic COQWatiOfl 
Investor Relations 
1095 Avenue ofthe Americas 
36th Floor 
New York, New York 10036 

Voice MaiLbox 212 395-152s 
fax 212921-2917 
Fax-an-demand 212329-7310 
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Eeli Atlanticisinthe midstofan extraordinarily eventfulperiodin our&iv$to puttogether 
the assets and capabilities to compete i~.i re~~cturedcommunicatio~sind;stly.. '. .~ 
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Letterto Shareowners 

Ivan G.Seidenberg 

With a fifth straight year of double-digit earnings growth, Bell 
Atlantic delivered another strong year in 1999.Ithas ako been a 
year of transformation. As I write this letter, we stand on the 
brink of closing a merger with GTE and completing a wireless 
joint venture with Vodafone AirTouch-giving us the scale, scope 
and national reach to be one of the premier investments in the 
global communications industry. 

Our new company puts an exclamation point on our continuing 
drive to w-create our business in the face of technological 

.chaoge and globalizing markets. We're strengthening our core 
t&corn and wireless businesses by investing in data-centtic 
networks, improving our productivity, and breaking the long 
distance bartier. We're accelerating our growth by extending our 
reach into the data, e-commerce and wireless markets that are at 
the heartafthe new economy. 

And we will continue to manage this strategic transformation 
while meeting our ambitious financial and operating targets Andy 
delivetingtop-quality service to millions of customers. 

Thanks to our strong operating~and Rnandalresuk., BeU Atlantic 
delivered a total return to shareowners of 16.9 percent in 1999. 
However, we are disappointed that, despite our strong fundamen- 
tals. our stock performance trailed that of the overall market in 
1999 and the first quarter of 2000. Same factors affecting our 
stock are not unique to us, such as rising interest rates and the 
tide of investor Right from large established companies to the 
high-technology sector. Other investor concerns, such as deal 
uncertainty and competitive risk. will recede as we execute our 
game plan and increase revenuesin growth markets such as data, 
wireless and long distance. 

Long term, though, the market rewards companies with the right 
assets, the right markets, and the right strategies for growth. our 
own history proves the case, with our stock appreciating more 
than 60 percent since we closed the mergerwith NYNM. 

Thacs why the biggest catalysts for gmwth in shareowner value 
will be our merger with GTE and our joint venture with Vodafone 
AirTouch-deals that will give us the best set of assets iti the 
indusq and transform the growth proiile ofour company. 

For some time. our strategic goal has been to assemble the 
assets and capabilities to compete in a restructured communica- 
tionsindustty. With the GTE and Vodafone AirTouch deals, we will 
be able to deliver a full plate of services-voice. data, Internet 
access and wireless-to customers all across the country. 

Our new company will have the "pole position" in the 
three major segments of the communications industry. 

First, we will expand our t&cam franchise from 43 million to 63 
million access lines, making us the premier local exchange 
company in America. That means more ways to touch customers, 
more cash to fuel growth and innovation. and more investment 
capitatto deploy the technologies of the future. 

Second, we will expand our top-performing domestic wireless 
business by combining it with the U.S. wireless properties of 
Vadafone AirTouch and GTE. With a projected 27 million 
subscribers by the end of 2000, this joint venture will have no 
peer in the U.S. wireless market. Penetration for wireless is 
expected to more than double over the next few years. helped by 
new digital applications like wireless data. With a presence in 49 
ofthetop 50 mark& in the count% we'llbein a great position 
to paticipatein this growth. 

Third, the merger with GTE will ultimately give us access to a 
top-tier Internet infrastructure business-currently operating as 
GTE Internetworking (GTE-I)-meaning we will be able to 
compete in the lucrative market for bringing end-to-end connec-' 
tivity and e-commerce solutions to national and global 
customers. As the final step to address regulatoty requirements. 
we have proposed to the KC a plan to transfer a 90 percent 
ownership interest in GTE-I to third-party public shareowners 
until we get sufficient long distance relief in the Beil Atlantic 
states to operate the business. 

Finally, the merger gives us added scale in international markets 
and greater opportunities to provide global connectivity. Our 
domestic presence and investments in more than 30 countries 
around the world give us a platform for growth in both telecom 
and wireless markets. 

‘ 



I Bell Atlantic Bell Atlantic Bell Atlantic/GTE 
1998 2000 (estimate) 2003 [estimate) 

1.: In short, these two strategic deals will.transform Bell Atlantic 
': from a regional company into a global competitor, with increas- 

~~:~ ing exposure to the markets that are driving the new economy. 
~.;. We will expand our top-line growth and diversify our growth 

profile, with almost one-half our revenues coming from the high- 
: growth data, wireless and internationalsegments by 2003. 

': Here's how the stars are lining up over the next year: 
.~.: 
-' I ,-- Almost half the U.S. population-137 million people-will be 
. .._ .;-.~ Odi,W. 

$>:i:L Four million Americans will be ab[e to surf the Web. get a 
'5: I .._ 
2 ~_~ 

stockquote. makean on+ne purchase-from their cell phones. 

.. ~; Millions of customers will have a high-speed DSL connection 
at hamethafs as Fastorfasterthan whatthey have at work. 

'~ And business-to-business commerce in the U.S. will be a 57.50 
in. ..~._~ : billion business. 

.' .;I;, For Bell Atlantic, the timing could not be better. 

~~.I T. .I .:g; What we see in the year ahead is a convergence of all 
5.: ,~.. ‘2: 
:, 

.~. :;-? the ‘megatrends” that are transforming communica- 
:..,: ,:,__: :; -,%T tions, combined with the birth of a new company 
:--.:...:~.:: :‘: perfectly positioned to capitalize on them. 

This transformation is well within our reach. We are 
convinced-as I hope you are-that we have a tremendous oppor- 
tunity to achieve a market valuation that better reflects our 
assets and growth prospects. 

Of course. lots of companies talk about transformation. But talk 
is cheap. Doing it is the hard part. 

We have. and 'we will. 

Our success in making this transition is a testament, first and 
foremost, to the dedication ofour 145,000 Bell Atlantic employ- 
ees and the leadership of our management team. They hare 
shown great resilience and adaptabiiity in the midst of change 
and a deep belief in the core values of our company: integtity, 
customer commitment. respectand.cxcellence. 

It is also a tribute to the women and men who sit on our Board 
of Directors, whose unwaveting faith in our strategies and clear- 
eyed focus on the interests of our shareowners have been 
invaluable. With the merger with GTE. several outside directors 
are retiring from the Board: Lodewijk de Vink, James Gilliam, Jr, 
Stanley Galdstein,Thomas Kean. Elizabeth Kennan,John Maypole. 
Eckhard Pfeiffer, Rozanne Ridgway and Shirley Young. 

On behalf of all Bell Atiantic shareowners, I extend my personal 
gratitude to these dedicated colleagues. 

Finally, we couldn't accomplish any of this without a good part- 
ner-and, in GTE, we've had the best. From the beginning, Chuck 
Lee and I have had a common vision of where we wanted to go 
and have approached all the challenges along the way in a spin’t 
of cooperation and mutual respect. Now as we begin to integrate 
our two companies, we see that same sense ofteamwork extend- 
ingthroughoutourmanagementteams. 

We can't wait to bring these two powerful teams together and 
we're convinced that we will be a flagship company in ourindus- 
try for many years to come: a great place to build a career, a 
company known for top-quality service to customers. and a 
Imust-have" investment Forrhareowners. 

\ QL.4 

Ivan G. Seidenberg 
Chairman of the Soord and 

Chief Executive Officer 

March 2000 
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One of the world's largestand mosts&essfu(tireLess om 

' 7 companies. with dame~ticoperations tbmughautthecount,y 
andinternationalinvestmentsin Latin America, Europe and 

@ e4l*t(and.MobiC &mg& 

the Pacific Rim. 
31 
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The portfoLio includes the following companies: 
&MS .h 

. F-2 

Be,, Atlantic Mobile 
Ownership % 

+k@ 

Primeco PerranalCommuni~ationr 
100.0 

Sllkriberr (M) 
f.7 

Grupo Iuracell (Mexico, 
ma 1.4 

Lx - 
40.2 1.3 

Omnitel Pronto itatia (Italy) 
EumTel Praha (Gech Republic) 

23.1 10.4 

E"rnTd *ratirlaav. (SLwakiaJ 
24.5 1.I 

- 24.5 189 million proportionate POPS 
nn Heuar (Greece) 

0.3 

Excelcamindo (Indonesia) 
20.0 I.2 Consolidated revenuesofS4.6 billion 

TuKa (Japan) 
23.1 0.4 
0.8 3.3 

ProPOrtiOnate rwenwsofS5.9 billion 
510 billion of assets 

" 
:: 

A glaballeaderin publishing directories andin providing 
Internet-basedrhoppingguides,websiteoeation and hosting, 
and otherelectmniccommerce setices. 

A mix of mature and start-up communications businessesin 
Europeandthe Pacific Rim. 

The portfolia includes the following companies: 

Telecom Corporation of New Zeabnd (New&land) 
Ownership % 

Cable&Wireless Communicationr(United kingdom) 
21.9 

RaG (12 countries between UKandJapan) 
18.5 

TelecomAria (Thailand) 
29.4 

Bayan Tel(Phiiippiner) 
16.2 
20.0 

6 



Strong volumes in traditional voice services, robust demand for new data services, 
and continuing productivity improvements account for the healthy state of our core 
telecom business. With the opening of new markets such as long distance and 
Internet access, rapid advances in digital technology, and the lowering of regula- 
tory and geographic01 barriers, our solid core business will be a platform for 
delivering a growing suite of advanced communications services. 

The businesses that comprise our Global Wireless portfolio are among the top- 
performing wireless companies in the industry and continue tom produce strong 
growth in subscribers, revenues, and profitability. The outlook for the worldwide 
wireless market is bright, as digital technology, pricing innovations, new applica- 
tions, and especially the explosion of the wireless dota market transform wireless 
into a full-service communications piat$orm. 

I 
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Management's Discussion and Analysis of Resultsof Operationsand FinancialCondition 

8. 

We are in the midst of an extraardinarily eventful period in our 
history as we continue to transform our business. assembling the 
assets and capabilities to compete in a telecommunications industry 
that is rapidly consolidating and becoming globat in scope. In 1999, 
we continued to deliver an our financial targets and made dramatic 
progress on the strategic front, as well. 

Financially, we achieved our fifth car~ecutiv~ year of double-digit 
earnings growth. accelerated our revenue growth to more than 5%.. 
and did an excellent job of controlling costs and capturing synergy 
savings from the Bell Atlantic-NYNE( merger, In addition, we contin- 
ued to aggressively invest in areas of new growth, namely data, 
wireless, and long distance. 

On the strategic front. we became the firstofour peers to entecthe 
long distance market, gaining approval to offer long distance service 
in the State of New York in Late Decetiber 1999. We believe that 
competition expands markets, and the opening of our network to 
other providers has created significant opportunities for us, notjust 
in long distance. but as a wholesale provider, as well. During the 
year, we expanded our data capabilities for the large business 
customer with some targeted acquisitions and alliances. And we 
reached a strategic agreement with Metromedia Fiber Network, Inc. 
that gives us access to fiber-optic capacity in 50 cities across the 
country and several international locations. On the residential side. 
we accelerated the roil-out of our high-speed Internet access 
service, Digital Subscriber Line, aiming to be able to serve ten 
million householdsin early 2000. 

In the wireless business, we announced that we will join the US. 
wireless assets of Bell Atlantic and Vodafone AirTouch plc which, 
with the addition of GTE Corporation's (GTE).U.S.~wireless assets, will 
create a new nationwide wireless company serving 49 of the top50 
markets in the nation. In addition, we continued to fill o"t our 
regional footprint with a number of small acquisitions and fully 
acquired the cellular properh'es of Frontier Corporation. We extended 
digital coverage to 95% of our market and entered the Fast-gmwing 
wireless data market with several commercial products in the fall of 
1999. InternationalLy, we increased our equity stake in Omnitel 
Pronto Italia 5.p.A. (Omnitel). the Fastest growing tireless company 
in Europe. to 23.14%in 1999. 

And we continued to make progress on our mostimportantstrategic 
initiative of all. the merger with GTE. The state approval process is 
complete. our discussions with the Federal Communications 
Commission (FCC) continue, and we aim for Bell Adantic and G&to 
be one company in the second quarterof2000. 

In reviewing our operating performance. we discuss our results of 
operations an what we call ao adjusted basis. This means we take 
our as-reported results and adjust for the effects of spetial items, 
which are of a nonoperational nature. We believe that this will assist 
readers in better undemanding Bell Atlantic in terms of&ends from 
period to period. A discussion of these special items. including 
tables which illustrate their effects an our consolidated statements 
of income, follows. 

We reported net income of 14,202 million or 12.65 diluted earnings 
per share for the year ended December 31. 1999. compared to net 
income of 12.965 million or 51.86 diluted earnings per share for the 
year ended Oecember 31. 199a.h 1997,we reported netincome of 
52,455 million or S1.56 diluted earnings per share. 

Our reported results far all three years were affected by special 
items. After adjusting for such items, net income would have been 
S4.760 million or 53.01 diluted earnings per share in 1999, 54,323 
million or 52.72 diluted earnings per share in 1998. and 13,847 
million orS2.45 diluted earnings perrharein 1997. 

The table b&w summarizes reported and adjusted results of opera- 
tions for each period. 

Yean Ended Oece.bCr 31. 

Operating revenues 
operating expenses 
Operating income 
Reported Net Income 
Special items-pre-tax 

Mark-to-market adjurOnent 
For exchangeable notes 

Merger-related CON 
Retirement incentive CDN 
Other charger and spetialitemr 

Totalrpetial items-pm-tu a69 
Taxeffectand othertax-related items (311) 

Totalrptialitemr-after-t&x 
W) (681) 

558 1.356 1.392 
Adjusted Net Income s 6.760 s 4.323 s 3.647 

Diluted Earnings PerShamReported s 2.65 s 1.86 s 1.56 
Dilutd &mingr PerSharrAdjusted s 3.01 s 2.72 s 2.45 
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i Man&rent's Discussion and Analysis of Results of Operations and Financial Condition continued 

The following table shows how special items are reflected in oaf 
consolidated statements of income for each pen'od. 

(*OS*0 i" millionr~ 
hrn Ended 0CI.rnb.I II. ,990 ,998 19'17 

operating RwCnUel 
Reg"kmy contingenties 5 - I - 5 179 

Employee CON 
Retirement incentive costs 1.021 51~ 
Herger direct inaemeotal costs 53 
Merger Ieverance CPIU 223 
nerger tnnrition COIU 58 15 4 
Video-reLated charges I2 
Other special items 30 

LkQCXi~tiO” and Amortization 
Write-down of aSSet 40 300 

otheroperating Expenses 
Merger direct incremental Cash 147 
mqer tranrition carts 17 181 92 
Video-related charges 15 69 
Real state consolidation 55 
Regulatory. tax and Legalcontingencies 

and other speciaiitemr 9 347 
205 1,311 1,815 

Income/Loss From 
UnconsoLidated Businesses 

Write-down of Asia" investment5 485 
Wn+e-down of video investment5 8 162 
Equity rhare ofCNC formation costs 
Gains an raker ofinvestments (1::) 

Other Income and Expense, Het 
Write-down of asset5 (49 - 
Interest Expenre 
Write-down ofarrels 47 

Mark-to-Market Adjustment for 
Exchangaable Notes 664 - 

Total Special Items-We-lax 86'1 1.806 2.013 

Provision for Income Taxes 
Tax effeaofrpecialitemsand 

othertax-related items (311) (W (681) 
Total SQNia, Items-After-Tax I rsa 5 1.358 11.342 

What follows is a further explanation of the nature and timing of 
these special items. 

Mark-to-Market Adjustment for Exchangeable Notes 1 

Year 1999 
In the fourth quarter of 1999, we recorded a loss on a mark-to-ma&et 
adjustment of 5664 million (5132 million after-tax) r&ted to our 
13.2 billion notes exchangeable into shares of Cable & Wireless 
Communicxions pLc (CWC). This "oncash. "o"aperatio"al adjustment 
resulted in a" increase in the carrying value of the debt obligation 
and a charge to income. This mark-to-market adjustment was required 
because the CWC exchangeable notes are indexed to the fiir market 
value of CWC's common stock. At Oecember 31. 1999. the price of 
CWC shares excetied the exchange price established at the offering 
date. If the share price of CWC subsequently declines. ourdebt oblig- 

ation is reduced (but not to less than its amortized carrying value) 
and income is increased. A mark-to-market adjustment may be 
recorded monthly, recognizing either a gain or a loss. to reflect the 
difference between the CWC market price and the exchange price ("a 
adjustment if required if the market price is below the exchange 
price). The CWC exchangeable notes may be exchanged beginning in 
July 2002. For additional information about the CWC exchangeable 
notes. see Note 10to the consolidated financialstateme"~. 

Merger-related Costs 

Years 1999. 1998 and 1997 
I" connectid" with the Bell Atlantic-NYNEX merger. which was 
completed in August 1997, we recorded pre-tax merger-related costs 
totaling 3205 million in 1999, 5196 million in 1998, and $519 
miltion in 1997. 

In 1999 and 1998, ail merger-related costs were transition and inte- 
gration costs. Transition and integration costs reprexent costs 
associated with integrating the operations of Beil Atlantic and 
NYNEX, such as systems modifications costs. advertising and brand- 
ing costs, and costs associated with the eLimi"atio" and 
consolidation of duplicate facilities, relocation and retraining. 
Transition and integration costs are expensed as incurred. 

I" 1997, direct incremental costs consisted of expenses associated 
with completing the merger transaction, such as prafessionai and 
regulatory fees, compensation arrangements. and shareowner-related 
costs. Employee severance costs. as recorded under SFAS No. 112. 
"Employers' Accounting for Postemployment Benefits." represent the 
anticipated benefit costs for the separation by the end of 1999 of 
approximateiy 3,100 management employees who are entitled to 
benefits under pre-existing separation pay p~a"r.Ouring1997.1998. 
and 1999. 245, 856, and 231 management employees were separated 
with severance benefits. At December 31, 1999. the merger-related 
separations were completed and the remaining Liability balance 
represents; our obligation for ongoing separations under the pre- 
existing separation Qbn pays in accordance with SFAS No. 112. 

Merger-related costs were comprised of the foollowing amOunts in 
each year: 

(doam in miuimr, 
"ClR Ended Oec~rnb"3f. 1'199 ,998 l')Cl 

hnrition andIntegration CON 
Systems modifications S 186 s 149 I 36 
Adwtiring 20 
Branding 1 11 48 
Relocation. training and other 18 16 12 
Tota,Tmsitio" mdI"te9ntio" Costs 205 196 96 

Direct Incremental Costs 
Professional servicer 80 
compensation amngemenrr 54 
Shareowner-r&ted 16 
Regirfratio" and other regulato!Y 18 
Taxer andother 
Total Direct lnnemental Costs ---s 

b”Q,Oy&.e %WGZ”CC COStS 223 
Total Merger-R&ted Costs s 205 5 196 I 519 

9 



Management's Discussion and Analysis of Results of Operationsand FinancialCondjtioni..a~n 
' I 

Retirement Incentives 

Yean1998and 1997 

1 

In 1993, we announced a restructuring plan which included an 
accrual of approximately 11.1 billion (pretax) for severance and 
postretirement medical benefits under an involuntay force reduction 
plan. Beginning in 1994, retirement incentives were offered under a 
voluntary program as a means of implementing substantially aU of 
tbeworkforce reductionsannauncedin 1993. 

Since the inception of the retirement incentive program, we have 
recorded additional costs totaling approximately 53.0 billion (pre- 
tax) through December 31, 1998. There additional costs and the 
corresponding number of employees accepting the retirementincen- 
tiveofferfareach year ended December 31 are as fotlowr: 

The additional costs were comptised of special termination pension 
and portretirement benefit amounts, as well as employee costr for 
other items. These costs were reduced by severance and postretiie- 
ment medical benefit iewves established in 1993 and transferred to 
offset the pension and postretirement benefit Liabilities as employ- 
ees accepted the retiremeotincentive offer. The voluntary retirement 
program covering associate employees was completed in September 

' 1998. The severance and postretirement medical reserves balances 
were fully utilized at December 31, 1998. You can find additional 
information an retirement incentive costs in Note 16 to the consoli- 
dated financialstatements. 

Other Charges and Special Items 

Year 1998 
Outing 1998, we recorded other charges and special items totaling 
$589 million (pre-tax) in connection with the write-down of Asian 
investments and obsolete or impaired asset~and for other special 
items arising during the p&ad. The remaining liability associated 
with these charges was 52 million at December 31. 1999 and 58 
million at December 31, 1998. These charger are comprised of the 
following significant items. 

In the third quarter of 1998. we recorded p&ax charges of $485 
million to adjust the carrying values of two Asian investments- 
Te(ecomAsia. a wireiine investment in Thailand, and Ercelcamindo, a 
wireless investment in Indonesia. We account for these investmenti 
under the cost method. 

The charges were necessary because we determined that the decline 
in the estimated fair values of each of these investments was ,,tber 
than temporary. We determined the fair w&es aftthese investmene 
by discounting estimated future cash flaws. 

In the case of TelecomAsia. we recorded a charge of 1348 miUiion to 
adjust the carrying value of the investment to its estimated fair value. 
We considered the following factors in determining this charge: 

* The continued weakness of the Thai c"rrency as compared to 
histon'calexchange rates had placed additional financial burdens 
on the company in reticing U.S. dollar-denominated debt, 

. The economic instability and prospects for an extended recovery 
period had resulted in weaker than expected growth in 
TelecomAsia's business. This was indicated by slower than 
expected growth in total subscribers and usage. These fatiors 
resulted in reduced expectations of future cash Rows and, accord- 
ingly, a reduction in the value ofourinvestment. 

l The business plan for TelecomAsia contemplated cash flows from 
several lines of business. Given TeiecomAsiaP inclination to focus 
on its core wireline business. there other Lines of business wouid 
notcootn'bute future cash flows at pwiausly expected Levels. 

In the cd% of Excelcomindo, we recorded a charge of 5137 miUion to 
adjust the carrying value of the inve$mentto itz estimated hair value. 
Weconsidered the foliowing factors in determining this charge: 

l The continued weakness of the Indonesian currency as compared 
to historical exchange rates had placed additional financial 
burdens on the company in servicing U.S. dollar-denominated 
debt. The political unrest in Indonesia contributed to the 
currency's instability. 

l The economic instability anti prospeh for an extended recavev 
period had resulted in weaker than expected growth in 
Excelcomindo'r business.~ 0% significant factor war the inflexible 
tariff regulation despite rising costs due to inflation. This and 
other Fdcton resulted in reduced expectations of future cash flows 
and, accordingly, a reduction in the value ofourinvestient. 

* Issues with cash Row required Excelcomindo's shareholders to 
evaluate the hrture funding of the business. 

We continue to monitor the political. economic, and financial 
aspects of our remaining investments in Thailand and Indonesia, as 
well as other investments. The book value of our remaining Asian 
investmentS was approximately 5179 million at December 31. 1999. 
Should we determine that any Funher decbne in the fair valuer of 
there investments is other than temporary. the impact could be 
material to aurresults ofaperatianz. 

Video-related Charges 

Owing 1998. ‘we warded pre-tax charges of 523 million related 
primarily to wireline and other nonsatellite video initiatives. We 
made a strategicdecision in 1998 to focus our video efforts on satel- 
lite service offered in conjunction with DirecN and USSO. We 
communicated the decision to stop providing wireline video services 
to subscribers and offered them the opportunity to subscribe to the 
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satellite-based video service that we introduced in 1998. In the 
third quarter of 1998, we decided to dispose of these wireline video 
assets by sale or abandonment and we conducted an impairment 
review under the requirements of SFAS No. 121. "Accounting for the 
Impairment of Lang-Lived Assets and for Long-Lived .&sets to Be 
Disposed Of." We based our estimate on an estimate of cash flows 
expected to result from the use of the assetS prior to their disposal 
and the net proceeds (ifany)expected to result from the disposal. 

Write-down of Other Assets and Other Items 
Results far 1998 also included a pretax charge, net of minority 

interest of S42 million for the write-down of fixed assets (primarily 
buildings and wiretess communications equipment) and capitalized 
interest associated with our Mexican wireless investment, Grupo 
IusaceLL LA. de C.V. (Iusacell). which we account for as a consoli. 
dated subsidiary 

These as~efs relate to Iusacell's trial of fixed wireless service 
provided over the 450 MHz frequency. While continuing this ttial. 
Iusacellhas been considering whether or not to pursue its rights to 
acquire 450 MHz licenses for certain areas or to offer new Services. 

Iusacell concluded~that, in view of the capability of CDMA technal- 
ogy and the swcess it had with its deployment, an impairment 
existed with respect to assets related to the 450 MHz technology 
since the carrying value of these assets exceeded the sum of the 
estimated future cash flows associated with the assets. Iusacell is 
waiting for a definitive proposal from the Mexican Federal 
Telecommunications Commissions (COFETEL) as to the terms under 
which it could acquire certain 450 MHz Licenses in 2000. At that 
time, we should have available the full facts to decide Iusacell's 
overallst~tegyconcerning the 450 MHz Licenses. 

Other items arising in 1998 included charges totaling 139 million 
principally associated with the settlement of labor contracts in 
August 1998. 

mar 1997 

During 1997, we recorded other charges and special items totaling 
51.041 million (pretax) in connection with consolidating operations 
and combining organizations. and for other special items arising 
duling the year. You can find additional detail about these accrued 
liabilities in Note 2 to the consolidated financial statements. 

Video-related Charger 
In 1997, we recognized total pretax charges of 5243 million related 
to certain video investments and operations. We determined tbatwe 
would no longer pursue a multichannel, multipoint. disttibution 
system (MMDS) as part of our video strategy. As a result we recog- 
nized Liabilities for purchase commitments associated with the MMOS 
technology and costs associated with closing the operations of our 
T&-TV pannership because this operation no Longer supports OUT 
video strategy. We also wrote-down our remaining investment in CA1 
Wireless Systems. Inc. 

WnYedown ofAssets ond Real Estate Consolidation 
In the third quarter of 1997, we recorded pretax charges of 5355 
million for the wtite-down of obsolete or impaired fixed ass& and 
for the costofconsolidating redundant realestate properties. As part 
of our merger integration planning. we reviewed the carrying values 
of long-lived assets. This review included estimating remaining useful 
lives and cash flows and identifying assetS to be abandoned. In the 
case of impaired assets. we analyzed cash flows related to those 
asseh to determine the amount af the impairment As a result of 
these reviews. we recorded charges of $275 million for the write-off 
of some assets and $25 mittion for the impairment of other ass&. 
These asseti primarily included computers and other equipment used 
to transport data far internal purposes. copper wire used to provide 
telecommunications service in New York. and duplicate voice mail 
platforms. None of these assets is held for disposaL At Oecember 31. 
1998 and 1999, the impaired assetz had no remaining carrying value. 

In connection with our merger integration efforts, we conso!idated 
real estate to achieve a reduction in thetotalsquaie Footage of build- 
ing space that we utilize. We sold propeties. subleased some of our 
Leased facilities, and terminated other leases. for which we recorded a 
charge of155 million in the third quarter of 1997. Most of the charge 
related to propetie~ in Pennsylvania and New York. where cwporate 
supportiuntians were consolidated into fewer work locations. 

Reguiatoy, Tax and Legal Contingencies and Other Special Items 
In 1997. we also recorded reductions to operating revenues and 
charges to operating expenses totaling 5526 million (pretax), which 
consisted of the following: 

- Revenue reductions consisted of 5179 million for federal regu:a- 
tory matters. These matters relate to specific issues that dre 
currently under investigation by federal regulatory commissions. 
We believe that it is probable that the ultimate resoiutian of 
these pending matters will result in refunds to our~customers. 

. Charges to operating expenses totaled 5347 million and consisted 
of175 million forintereston federal and othertax contingencies: 
555 million for other tax matters; and 552 million for Legal 
contingencies and a state regulatory audit issue. These contin- 
gencies were accounted for under the rules of SFAS NO. 5. 
*Accounting for Contingencies." These charges also included $95 
million related to costs incurred in standardizing and consoiidat- 
ing our directory businesses and 570 million for other 
post-mergerinitiatives. 

Other charges atising in 1997 included f59 million for our equity 
share of formation costs previously announced by Cable &Wireless 
Communications plc (CWC). We awn an 18.6% interest in CWC and 
account fqrourinvestmentunderthe equity method. 

In 1997, we recognized pretax gains of 5142 million on the sales of 
our ownership interests of several nonstrategic businesses. These 
gains included 542 million on the sale afaurinterestin Sky Network 
Television Limited of New Zealand (SkyTV); $54 miilion an the sale of 
our 33% stake in an Italian wireline venture. Infastrada; and 546 
million on the sale of our two-sevenths interest in Bell 
Communicatians Research, inc. (Bellcare). 
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We have four reportable segments. which we operate and manage as 
strategic business units and organize by products and services. Our 
segments are Oomertic Telec~m, GLobal Wireless. Oirectmy and Other 
Businesses.You can find additional information about our segments 
in Note 18 to the consolidated financialstatements. 

We measure and evaluate our~p0rtabl.e segments based on adjusted 
net income, which excluder undistributed corporate expenses and 
special items arising dun’nq each period. Special items are tranzac- 
tions thatmanagementhas ududed from the business units'resu&, 

'but are included in reported consolidated earnings. We previously 
described these special items in the Consolidated Results of 
Operations section. Speciakitems affected our segments as follows: 

I 3,332 I 2,383 J 2.016 
I,2 790 977 

I 3.444 J 3,173 5 2.993 

Oomestic T&corn 

Our DomestiC T&corn Segment ConSiSti primarily ofaur nine aperat- 
ing telephone subsidiaries that provide Local telephone setices From 
Maine to Virginia. in&ding voice and data transport enhanced and 
cumm calling features. network access,directory assistance. private 
Lines, and public telephones. This segment also provider customer 
premises equipmentdirbibution, data solutions and systems inteqra- 
tfon, billing and collections, and Internet access services. Domestic 
T&corn represents the aggregation of our domestic wireline business 
unitr (consumer. enterprise. general business. and network retices) 
that focus on specific mark&to meetcustomerrequiremenll, 

Healthy demand for core communications services and robust demand 
for new data mvices enabled the DamesticTelecom group to increase 
total operating revenues 3.0% in each of 1999 and 1998 over the 
respetive prior year. Access lines grew 3.1% in 1999 and 4.1% in 
1998. Basic accers Line growth has decKned because customen are 
now choosing high capatity/high speed setices for their transport. 
The number of voice-grade equivalents (access Lines plus data 
circuits) in service grew 13.2% in 1999 and 11.6% in 1998. The 
number of OS0 circuits in service (digital. high-bandwidth and 
packet-switched setices ar measured in 64-kilabitvoice-grade equiv- 
alents) increased 39.6% aver 1998 and 38.3% over 1997. Growth in 
acces minutes of use ‘was 5.0% in 1999, compared to 7.8% in 1998. 
reflecting a declinein customer demand due to win-back prJqrams for 
hong distance sewices and a shift to wireless calling. 

Data revenues (including those from high-bandwidth, Qacket- 
switched, and rpedal access services and network integration 
businesses) reached over 12.9 billion for the year 1999. nearly 26% 
over 1998 Ieveis. Data revenues in 1998 tataied 12.3 billion; an 
increase of33% over 1997. 

Adjusted aperating expenses totaled 519.8 billion in 1999, 1.2% 
above 1998 levels and 519.5 billion in 1998, an increase of 2.2% 
over 1997. Results in all three yearr included costs for long distance 
entry, construction of a regional long distance network. Year 2000 
compliance corts.and interconnetion payments to competitive local 
exchange carriers. 
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Additional financial information about Oomestic Telecom’s results of 
aperations for 1999, 1998. and 1997 follows. 

“@an Ended Oecrmber 31. [*our‘% in miuan,, 
l,l”kl d o~ention*-Aq”stcd Bak 199’) 1998 ts97 

operating Revenues 
Local services I 14,346 I 13.882 s 13.256 
Netwrk access remices 7.924 7.656 7.340 
Long distance services 1.816 1.929 2.190 
AndIary *errices 2.236 2.090 2.023 

25,322 25.557 24.809 
Operating Gpcnses 
Employee costs 7.275 7.298 7.436 
Oepreciation and amortization 
Other operating upemer 

operating Incmnc 
Income (Loss) From 

5.505 5.195 4,990 
5.994 7.047 6,646 

19.77 4 19.540 19.122 
s 6.54 8 5 6.017 I 5.687 

. 
Unconsolidated Businesses I 14 s 27 5 (14) 

Adjusted Net Income J 3,444 5 3,173 I 2,993 

Operating Revenues 
loca/ services 
Local service revenues are earned by our operating telephone 
subsidiaries from the provision af local exchange, local private line, 
public telephone (pay phone) and value-added services. Value-added 
setices are a family of sern’ces that expand the utilization of the 
network. These services include products such as Caller ID. Call 
Waiting and Return CalL 

Growth in local setice revenues of $464 million or 3.3% in 1999 and 
$626 million or 4.7% in 1998 was spurred by higher usage of our 
network facilities. This growth, generated in part by an increase in 
access lines in service in each year, reP.ects strong customer demand 
and usage of our data transport and digital services. such as Frame 
Relay, Integrated Services Digital Network (ISON) and Switched 
Multi-megabit Data Service (SMOS). Revenues from our value-added 
services were boosted in both years by marketing and promotional 
campaigns offeting new service packages. 

In 1999. local setice revenue growth was partially offset by the 
effect of resold access lines and the provision of~unbundled network 
eleients to competitive local exchange carriers. Lower revenues 
from our pay phone services due to the increasing popularity of wire- 
less communications and a rebate to customers in Massachusetts 
further reduced revenues in 1999. 

In 1998. revenue growth was partially offset by price reductions on 
certain local services and the elimination of Touch-Tone service 
charges by several of our operating telephone subsidiaries. 

You can find additional information on the Telecommunications Act 
of 1996 (1996 Act) and its impact an the local exchange market 
under “Other Facrors That May Affect Future Results.” 

Network access revenues are earned from end-user subscribers and 
long distance and other competing carriers who use our local 
exchange facilities to provide services to their customers. Switched 
access revenuer are derived from fixed and usage-based charges paid 
by carriers for access to our local network. Special access revenues 
originate from carriers and end-users that buy dedicated local 
exchange capacib to support their private networks. End-user access 
revenues are earned from our customers and iron resellers who 
purchase dial-tone services. 

Our network access revenues grew 5268 million or 3.5% in 1999 and 
$316 million or 4.3% in 1998. This growth was mainly attributable 
to customer demand, as reflected by grawth in access minutes of 
use. Volume growth also reflects a continuing expansion of the busi- 
ness market, particularly for high capacity data services. In 1999 and 
1998. demand for special access services increased. reflecting a 
greater utilization of the network.~ Higher network usage by alterna- 
tive providers of intrai4TA toll setices and higher end-user revenues 
attributable to an increase in access lines in service further 
contibuted to revenue growth in both years. 

In 1999, network access revenues included approximately 190 
million received from customers for the recovery of tocal “umber 
portability (LNP) costs. LNP allows customers to change local 
exchange carriers Lwhile maintaining their existing telephone 
numbers. In December 1998. the FCC issued an order permitting us 
to recover costs incurred for LNP in the form of monthly end-user 
charges for a five-year period beginning in March 1999. 

Volume-related growth was partially offset by price reductions dsso- 
ciated with federal and state ptice cap filings and other reguiatov 
decisions. State public utility commissions regulate our operating 
telephone subsidiaties vith respect to certain intrastate fates and 
setice~ and certain other matters. State rate reductions on access 
services were approximaieiy 3104 million in 1999. S79 million 1” 
1998, and $97 million in 1997. 
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The FCC regulates the rates that we charge long distance carriers and 
end-user subscribers for interstate access services. We are required 
to file new acces rates with the FCC each year. In July 1999, we 
implemented interstate price decreases of approximately $235 
million on an annual basis in connection with the FCC's Ptice Cap 
Plan. The rates included in our July 1999 filing will be in effect 
through June 2000. Interstate price decreases were $175 million on 
an annual basis for the period July 1998 through June 1999 and 
$430 million on an annual basis for the period July 1997 tbraugh 
June 1998. Beginning in January 1998, the rates include amounts 
necessary to recover our operating telephone subsidian'es' cantfib"- 
tion ta the FCC's universal service fund and are subject to change 
every quarter due to potentialincreases ordecreasesin ourcontribu- 
tion to the universal setice fund. The subsidiaries' contributions to 
the universalretice fundareincludedin Other Operating Expenses. 

You can find additional information on FCC rulemakings concerning 
access charges. price caps, and universal =&nice under "Other 
Factors That May Affect Future Results."~' 

Long OistonceSenices 
Long distance revenuer are earned primarily from calls made to 
points outside a custoneCr local calling area. but within the sewice 
area of an operating telephone subsidiary (intraL4TA toll). Other long 
distance services that we provide include 800 setices. Wide Area 
Telephone Service (WATS), corridor services and long distance 
semicez on'ginating outside of our region. 

IntraLATA toll caUs originate and terminate within the rame LATA, 
but generally cover a greater distance than a local call. These 
setices are regulated by state regulatory commissions. except where 
they cross state lines. AUofour state regulatory commissions permit 
other catiers to offerintmlATA tollseticer. 

UntiLthe implementation of presubscn'ption, intraLATA toll calls were 
completed by our operating telephone subsidiaries unless the 
customer dialed a code to access a competing carrier. Presubscrip- 
tian changed this dialing method and enabled customers to make 
these toll calls using another carrier without having to dial an 
access code. AU of our operating telephone companies have imple- 
mented prerubscripdan. 

The competitive effeca of presubsaiption forintraL4TA tollsetices 
principally caused declinesin long distance revenues of1113 million 
or 5.9% in 1999 and $261 million or 11.9% in 1998. The negative 
effect of presubscription on long distance revenues war partially 
mitigated by increased network access services for usage of our 
newark by these alternative providers. In response to presubscn'p- 
tion, we have implemented customer win-back and retention 
initiatives that include toll calling discount packages and product 
bundling offers. There revenue reductions were partially offset by 
higher calling volumesin both years. 

In December 1999. we won approvalta offer in-region long distance 
service in the State of New York, which we Lunched in January 
2000. You can find addilionalinfomntion on our entry into the in- 
region long distance market under 'Other Factors That May Affect 
Future Results." 

Our ancillary setices include billing and collections for long distance 
Carriers, CollOCatiOfl for COmP&itiVe beat exchange carriers, data 
salutions and systems integration, voice messaging, Internet access, 
customerpremisesequipmentandwin'ng and maintenance servicer. 

Revenues from ancillary services grew 5146 million or 7.0% in 1999 
and $67 million or 3.3% in 1998. Revenue growth in both years .,,a5 
attributable to higher demand for such services as data solutions and 
systems integration, voice messaging, and billing and collectfoos. 
Revenue growth in 1999 was also boosted by higher payments 
received from competitivelocalexchange carriers far interconnetion 
of their networks with our network. Revenues earned from our 
customer premises services increased in 1999. while in 1998 
revenues from these services declined over the prior year. These 
factors were partially offset in both years by accruals ptimarily for 
regulatory matters. 

Operating Expenses 

Employee Cost3 
Employee costs, which consistafsaiaries. wages and other employee 
compensation. employee benefits and payroll taxes. declined by 523 
million or 0.3% in 1999 and by 6138 million or 1.9% in 19%. There 
cast reductions were Largely attributable to lower pension and bene- 
fit costs of $158 million in 1999 and $286 million in 1998. Our 
pension and benefit costs have declined in each year chiefly due to 
favorable pension plan investment returns and changes in plan pro+ 
rions and actuarial assumptions. These factors were partially offset 
in 1999 by increased health care costs caused by inflation. savings 
plan benefit ivprovements for cetiin management employees, as 
well as benefitimpmvements provided for under new contracts with 
associate employees. 

In 1999,the effect ofcapitaliring employee-related upenser associ- 
ated with developing intemalusesofhvare under the new accounting 
standard. Statement of Position (SOP) 98-1. "Accounting for the 
Casts of Computer Software Oeveloped or Obtained for Internal Use." 
also contributed approximately $100 million to the reduction in 
employee costs. For additional information on SOP No. 96-1. see 
Note 1 to the consolidated financialitatements. 

Cost reductions in both years were partially offset by annual saiarj 
and wage increases for management and associate employees and 
higher payroll taxes. In 1998. we executed new contracts with unions 
representing associate employees.Thenew contra& protideforwa9e 
and pension increases and otherbeneiitimprovemen~ as follows: 
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. The wages. pension and other benefits for our associate employees 
are negotiated with unions. During 1998. we entered into two- 
year contracts with the Communications Workers of America 
(CWA), represenn’ng more than 73,000 associate workers and with 
the Internatianat Brotherhood of Electrical Workers (IBEW), repre- 
senting appraximately 13,OQO associate workers in New York and 
the New England states. These contract?,, which expire in August 
2000. provide for wage increases of up to 3.8% effective August 
1998. and up to 4% effective August 1999. Over the course of 
this two-year contract period, pension increaser range from 11% 
to 20%. The contracts also include cash payments. working 
condition improvementi. and continuation of certain employment 
security provisions. 

l We abo entered into a two-year extension of contra& with the 
IBEW, representing appraximately 9,000 associate’members in 
New Jersey and Pennsylvania. These contracts. which expire in 
August 2002, provide for wage increases of 4.8% in April 1999, 
3% in May 2000. and 3% in May 2001. Pensions will increase by a 
total of 11% for the years 1999-2001, and there will be improve- 
ments in a variety of other benefits and working conditions. 

Other items affecting the change in employee cos% in 1999, but to 
d Lesser extent. were higher overtime payments due to severe rain- 
storms experienced throughout the region and higher wark force 
levels attributable to our recent entry into the in-region long 
distance market in New York and sewice qualiv improvement initia- 
tives. A reduction of work force in 1998 cantributed to the decline in 
employee costs in that year. 

You should also read “Other Factors That May Affect Future Resul& 
Pension Pbn Amendments” for additional information on employee 
benefit costs. 

Depredation and amortization expense increased by 1310 million or 
6.0% in 1999 and by $205 million or 4.1% in 1998, principally due 
to growth in depreciable telephone plant and changes in the mix oi 
plant assets. The adoption of SOP No. 98-l contributed approxi- 
mately $100 million to the increase in depreciation expense in 1999. 
Under this new accounting standard. computer sofhvare developed or 
obtained for internal use is now capitalized and amortized. 
Previously. we expensed most of these software purchases in the 
petiod in which they were incurred. These factors were partially 
offset in bath years by the effect of Lower rates of depreciation. 

Other operating expenses declined by 553 million or 0.8% in 1999. 
compared to an increase of 5351 million or 5.2% in 1998. The major 
components :hat caused the change in other operating expenses in 
both years included higher cost.! associated with entering new busi- 
nesses such as Long distance and data services, and higher 
interconnection payments to competitive local exchange and other 
carriers to terminate calls on their neCuorks (reciprocal compenra- 
tion). Paymena for reciprocal compensation increased over the @or 
year by approximately S175 million in each af 1999 and 1998. 

In 1999. these factors were bqely offset by the effect of SOP No. 
98-1, which reduced other operating expenses by approximately 
$370 million es a result of capitalizing expenditures for internal use 
sofhvare previously expensed in 1998 and prior yedrs. Lower costs 
associated with opening our network to competitors, including local 
number portability. and lower spending by our operating telephone 
subsidiaries for such expenditures as rent. marketing and advertising 
further offset expense increases in 1999. 

Other operating expenses in 1998 also included additionat Year 2000 
readiness costs, higher material purchases. and additional costs 
associated with our contribution to the federal universal service fund 
which war created by the FCC in 1998. The cost increaser in 1998 
were partially offset by lower taxes other than income due to the 
effect of a change in New Jersey state tax law. This state tax law 
change, which became effective January 1. 1998. repealed the gross 
receipts tax for our operating telephone subsidiary in New Jersey and 
replaced it with a net income-based tax. 

For additional information on reciprocal compensation refer to 

“Other Factors That May Affect Future Resuits.” <’ 

Income (Loss) From Unconsolidated Businesses 
The change in income (Lass) from unconsolidated businesses in 1999 
and 1998 was prim&y due to the effect of the disposition of our 
video operations. 
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Global Wireless 

I 

Our Global Wireless segment provides wireless telecommunications 
setices to customers in 24 states in the United States and includes 
foreign wireless investmenti servicing customers in Latin America. 
Europeand the Pacific Rim. 

Highlights 
The Global Wireless group's adjusted net income grew 1160 million 
or 70.2% in 1999 and 1133 million or 140% in 1998. This growth 
was fueled by strong subscriber growth at qur domestic wireteess 
subsidiary, Bell Atlantic Mobile (SAM), and record growth in new 
customen in the group's international wireless portfolio. Our inter- 
nationaL portfolio includes ourinvestmentsin Omnitelin Italy, STET 
Hellas in Greece, EuroTel Praha in the Czech Republic. and our fuily- 
consolidated Iusacellinvestmentin Mexico. 

In December 1999. BAM completed the acquisition of Frontier 
Corporation's (Frontier) interests in wireless properties doing busi- 
ness under the Frontier Cellular name. This acquisition increased 
BAM's ownership in Frontier From 50% to 100%. AS a result, we 
changed the accounting for our Frontier Cellular investmentfiom tke 
equity method to ful~consolidation. 

The GLobal Wireless group ended the year 1999 with approximately 
12.0 million global proportionate wireless subscribers. up 39.1% over 
year-end 1998. The 1999 subscriber amount includes 452,000 added 
through EAM's acquisition of Frontier Cellular proper&. At year-end 
1998. our global proportionate wireless subsctibers totaled approxi- 
mately 8.6 million. an increase af35.4% over year-end 1997. 

BAM ended 1999 with approximately 7.7 million customers (includ- 
ing Frontier Ceil&v subscribers), an increase of 24.0% over year-end 
1998. At year-end 1998. BAM customers totaled approximately 6.2 
million, an increase of 15.8% over year-end 1997. Total revenue per 
subscriber for BAM operations was 151.71in 1999. 550.84 in 1998, 
and $53.15 in 1997. Prim&n Personal Communications, L.P. 
(Prim&o), .a personal communications services (PC5)jointventure in 
the United States which we account for under the equity method, 
reported propom'onate subscriber growth of 52.8% in 1999 and 
133.1%iin 1998. 

Additional financial information about Global Wireless resulti of 
operations for1999.1998,and 1997follows. 

Ran Ended Ouembcr 11. 
RU"lD of opmtlm-Ad,"n~* BIIf, 

Operating Revenues 
Wireless servicer rwenw~ 
openring &penses 
Employee corn 
Depredation andamotiration 
tnheroperdting expenses 

operatinglncome 
Income (Loss) From 

Unconsolidated Busin, 

Adjusted Netlncome 5 3.38 s 228 s 95 

Operating Revenues 

I 
21 mi”l~n n.fadds 

i 
Revenues earned from our consolidated wireless businesses grew by 
5766 million or 20.2% in 1999 and 1451 million or 13.5% in 1998. 
This revenue growth was Largely attributable to BAM, which 
contributed 1658 million to revenue growth in 1999 and 5383 
million to revenue growth in 1998. Customer additions and increased 
usage of our domestic wireless services drove this growth. New pric- 
ing plans for 8AM's digital wireless services fueled subscriber growth 
in 1999. Revenues from Iusacellgiew I130 million in 1999 and 563 
miiliao in 1498. principally as a result of subscriber growth and 
higher rates charged for services. 

Revenue growth in 1999 from our consolidated wireless 5usineues 
was slightly offset by the effect of the December 1998 sale of our 
paging business. 
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operating Expenses 
Employee Costs 
Employee costs increased by 156 million or 10.2% in 1999 and $58 
miNion or 11.8% in 1998. principally as a result of higher work force 
tevek at gAM. Employee costs at Iusacell were Lower in 1999 as a 
result of work force reductions and higher in 1998 as a result of 
increased employee levels and related benefits. 

:.: 

. . 
.:. 

Oepreciation and amortization expense increased by $81 million or 
13.7% in 1999 and by $111 million or 23.1% in 1998. This increase 
was mainly atibutable to growth in depreciable cellular plant at 
BAM. contributing 569 million in 1999 and 5110 million in 1998 to 
higher depreciation costs. Higher depreciation costs at Iusacell also 
contributed to expense growth in 1999, but to a Lesser extent. These 
increases were chiefly due to increased capital expenditures to 
support the increasing demand for wireless services in both the 
domestic and international mark&. 

Other opemting fxpenrer 

In 1999, other operating expenses increased by 5517 million or 
26.6%. compared to 5200 million or 11.5% in 1998. There increaser 
were primarily attributable to our BAM operations as a result of 
increased service costs due to the growth in their subrcriber base. 
including additional costs of equipment. higher roaming payments to 
wireless carriers. and higher sales commissions. 8AM’r other operat- 
ing expenses. including taxes other than income. increased 5459 
million in 1999 and $149 million in 1998. Higher service costs at 
Iuracell also contributed to expense growth in both years. but to a 
lesser extent. In 1999, these factors were slightly offset by the 
effect of the Oecember 1998 sale of our paging business. 

.~.. 

Income (Loss) From Unconsolidated Businesses 
The changes in income (loss) from unconsolidated businesses in 1999 
and 1998 were Principally due to improved operating results from our 
wireless investments in PrimeCo and Omnitel, fueled primarily by 
strong subscriber growth. Equity income from Omnitel included the 
effect of increased goadvill am&ration as a result of increases in 
our economic ownership in Omnitel in 1999 and 1998. PrimeCo’s 
results in 1999 included a gain on the sale of operations in Hawaii. 
Other international wireless investmenti such as STET Hellas and 
EuroTel Praha also reported improved operating results in 1999. 

Directory 1 

Our Directory segment consists of our domestic and international 
publishing businesses. including print directories and Internet-based 
shopping guides, as well as website creation and other electronic 
commerce retices. 

This segment has operations principally in the United States and 
Central Europe. 

Oirectocy services revenues 
operaling Expenses 

S 2.338 S 2.264 5 2.215 

Fmptoyee COIrs 314 325 215 
Depreciation and amortization 36 37 39 
Other operating expenses 757 777 886 

1.107 1.m 1.140 
operating Income s 1.231 s 1.124 s 1.075 
Income (Loss) From 

UncmsoUdated Businesses s 0) 5 29 S 23 

Operating Revenues 
Operating revenues from our Oirectory segment improved by $74 
million or 3.3% in 1999 and $49 million or 2.2% in 1998. principally 
as a result of increased pricing for certain directory servicer. Higher 
business volumes. including revenue from new Internet-based shop- 
ping directory and electronic tommerce services. alrio contributed to 
revenue growth in both years, but to a Lesser extent. 

operating Expenses 
In 1999, tatai operating expenses declined $33 millian or 2.9% 
largely due to lower work force levels. tower spending for mainte- 
nance, repair and other costs of services alro contributed to the 
decline in operating costs in 1999. 

In 1998, total operating expenses were unchanged from 1997. The 
changes in the major components of operating expenses indude a 
reclassification of certain casts from other operating expenses ta 
employee tostS. beginning in 1998. far comparability purposes. had 
similar costs of approximately $95 million been reclassified in 1997. 
employee costs would have increased by approximately 116 million 
or 5.2% in 1998 and other operating expenses wauld have declined 
by approximately $14 millian or 1.8% in 1998. The increase in 
employee costs was largely due to salary and wage increases. The 
reductian in other operating expenres was principally due to lower 
general and administrative costs of rewice. 

Income (Loss) From Unconsolidated Businesses 
In 1998 and 1997. income from unconsolidated businesses induded 
gains on the sale of potions of our ownership iotereszs in certain 
global directory businesses. The loss from unconsolidated businesses 
in 1999 was due to lower operating resuits from our international 
directory businesses. 
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Other Businesses 

1 

Our Other Businesses segment includes international wireline 
telecommunications inveStmentS in Europe and the Pacific Rim, lease 
financing and all other businesses. 

Highlight5 
Effective May 31. 1999, our representatives resigned from the Board 
of Directors of T&corn Corporation of New Zealand Limited (TCNZ) 
and we agreed to vote our shares neutrally. As a result. we no longer 
have significant influence over TCNZ's operating and financial poli- 
cies and, therefore. have changed the accounting for our investment 
in TCNZ from the equity method to the cost method. The change in 
the method of accounting for this investment did not have a mater- 
ial effect on rer0.s of operations in 1999. We .currently ho\d a 
24.94% interest in TCNZ. 

Coinddent with our change to the cost method of accounting, our 
investment in TCNZ is now subject to the provisions of SFAS No. 115, 
"Accounting for Certain Investments in Debt and Equity Securities." 
Under there provisions, our TCNZ shares are classified as "avaiiable- 
for-sate" securities and, accordingly, our TCNZ investment has been 
adjusted from a carlying value of 9363 million to its fair value of 
52.103 million at December 31, 1999. The increased value of our 
investment is recorded in Investments in Unconsolidated Buinesses 
in our consolidated balance sheet. The unrealized gain of 11.131 
million (net of income taxer of 5609 million) has been recognized in 
Accumulated Other Comprehensive Income (Loss). 

In the second quarter of 1997, we transfered our interests in cabLe 
television and telecommunications operations in the United Kingdom 
to CWC in exchange for an 18.5% ownership interest in CWC. This 
transaction was accounted for as a nanmonetary exchange of similar 
produtive assets and as a result no gain or loss was recorded. We 
now &count for our investment in CWC under the equity method. 
Prior to this transfer, we included the accounts of these operations 
in our consolidated financial statements. You can find more informa- 
tion about CM in Note 3 to the consolidated financial statemen& 

5 151 I 124 5 278 
_ 

Employee costs 
Depreciation and amortization 
other operating expemes 

Operating Income (Loss) 
Income From Unconro(idated 

Businerser 

Adjusted NM Income 

7 14 58 
2 3 48 

97 105 210 
106 122 316 

5 45 5 2 5 (38) 

I 37 I 86 5 78 

J 67 I 135 5 48 

Operating Results 
The improvement in operating income between 1999 and 1998 was 
Largely atttibutabie to improved operating results by our &e 
financing businesses. 

Income from unconsolidated businesses declined in 1999 primarily ar 
a result oi higher equity losses from our investment in CWC and From 
our investment in BayanT& a PhiUppines-based telecommunications 
company. BayanTers 1999 results also included a charge for the 
write-down of their interest in a joint venture. These Losses were 
partially offset by improved equity results from our investment in 
Fiberoptic Link Around the Globe (FLAG). which owns an undersea 
fiberoptic cable system. providing digital communications Links 
between Europe and Asia. FLAG;; 1999 results also reflect the effect 
of one-time charges recorded in 1998. 

In 1998, the changes in operating revenues operating expenses, and 
income from unconsolidated businesses pn'ncipal:y reflect the effect 
of the change in the accounting for our CWC investment under the 
equity method. beginning in the second quarter of 1997. 

The following discussion of nonoperating items is based an the 
amounts reported in our consolidated financial statements. 

Capitalized imerest cosis 98 91) 81 
Total intense cost on debt balances 5 1.361 5 1.332 5 1.311 

Average debt autrtanding I 20.777 5 19.963 I I.wP7 
Effective i”teRX rate 6.6% 6.7% 6.9% 

Our interest cost on debt balances was higher in 1999 and 1998 
ptincipally due to higher average debt Levels. These increases were 
partially oEset by the effect of Lower interest rates. 

Mino&j inwest s (81) I(79 5 (95) 
Foreign cwrenq gains, net 15 40 28 
Interest income 32 81 27 
Gains on disposition of arsers/busiinewr, net 53 44 17 
Other. net 3s 32 20 
iOtaI 5 54 5122 5 13) 
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The changes in other income and expense were due to changes in 
several components. as shown in the table. The change in minority 
interest was largely due to the recognition af minority interest 
expense in 1949 related to our investment in Iuracell. In 1998. we 
recorded minority interest income for Iusacell. principally resulting 
from' the write-down of fixed assets as described earlier. Further 
contributing to the change in minority interest. in 1999. we no 
longer record a minority interest expense related to the outside 
party's share of the rubridiay's earningsin connection with the sale 
ofourinvestmentin Viacom Inc. (Viacom). 

Foreign exchange gains were affected in 1999 as a result of the 
discontinuation of highly inflationary accounting for our Iusacell 
rubridiay, effective January 1. 1999. As d result of this change. 
Iusacell now used the Mexican peso asits funtional currency and we 
expect that our earnings will continue to be affected by any foreign 
currency gains or losses associated with the U.S. dollar denominated 
debt issued by Iusacell. Also, in 1998 we recognized higher foreign 
exchange gains associated with other i&rnationa( investments. 
Finally. we recorded gains on the disposition of assets in 1999. 
primarily re!ated to the sale of real estate in New York and gains an 
the sale of Land and our paging business in 1993. In 1998, we 
recorded additional intxest income in connection with the settle- 
ment of tax-r&ted matters. 

The effective income tax rate is the provision for income taxes as a 
percentage of income before the provision for income taxes. 

Our reported effective income tax rate for 1999 was lower than 
1998, primarily due to the write-down of certain international 
investments in 1998 for which no tax benefit was provided. This 
factor was partially offset by lower tax credils in 1999, as weit as 
adjustmenti to deferred income taxes at certain subsidian'es in 1998. 

The higher reported effective income tax rate in 1998 resulted from 

. . higher state and Localincome taxes caused by the change in the New 
Jersey state tax Law dertibed ealiierunder"DomesficTe!ecom-Over 
Operating Expenses." and from the write-down of certain interna- 
tional investments for which no tax benefits were provided. These 
rate increases were partially offset by adjustments to deferred tax 
balances at certain subsidiaries and higher tax credits related to our 
foreign ooeratians. 

You can find a reconciliation oithe statutory federalincome tax rate 
to the effetive income tax rate for each petiod in Note 17 to the 
consolidated financial statements. 

Extraordinary Item 
In 1998. we recorded extraordinary charges associated with the early 
extinguishment of debentures and refunding mortgage bonds of our 
operating telephone rubridiatier and debt issued by FLAG. These 
charges reduced net income by 526 million (net of an income tax 
benefit of $14 million). 

van (ndsd mnnbn I,. 

Cash Ram From (UsedIn) 
operating activities 
Investing activitier 

We use the net cash generated from our operations and from external 
financing to fund capital expenditures for network expansion and 
modernization, pay dividends. and invest in new businesses. While 
current liabilities exceeded current assets at December 31. 1999 and 
1998, our sources of funds, primarily from operations and, to the 
extent necessary. from readily available external financing arrange- 
ments, are sufficient to meet ongoing operating and investing 
requirements. We expect that presently foreseeable capital require- 
ments will continue to be financed primarily through internally 
generated funds. Additional debtor equib] financing may be needed 
to fund additional development activities or to maintain our capital 
structure to ensure ourfinancialflexibility. 

/Cash Flows From Ooeratins Activities 1 

Our primary mum of funds continued to be cash generated from 
operations. Improved cash flows fram operationr during 1999. 1998. 
and 1997 resulted from growth in operating income. partially offset 
by changes in certain assets and Liabilities. In 1999, the change in 
certain assets and Liabilities largely refkcts growth in customer 
accounts receivable and a reduction in employee benefit obligations 
chiefly due to favorable investment returns and changes in plan 
provisions and actuarial assumptions. 

The change in certain assets and Liabilities in 1998 and 1997 reflects 
the effect of our retirement incentive program that increased 
employee benefit obligations as a result of special charges recorded 
through the completion of the program in 1998. An increase in 
accounts receivable due to subsctiber growth and greater usage of 
our networks. as well as timing differences in the payment of 
accounts payable and accrued liabiiities.also contributed to the 
change? bath years. 

1 Cash flows Used In Investing Acrivities 

Capital expenditures continued to be our primary use of capital 
resources. We invested approximately 57.5 billion in 1999, 56.4 
billion in 1998 and 55.5 billion in 1997 in our Damestic T&corn 
business to facilitate the introduction of new products and services. 
enhance resoanriveness to competitive challenges. and increase the 
operating efficiency and productivity of the network. We also 
invested approximately 51.2 billion in 1999, S1.0 billion in 1998 and 
$1.1 billion in 1997 in our'Nirelesr. Oirectay and Other Businesses. 
We expect capital expenditures in 2000 to be in the range of S8.9 
billion to S9.2 billion. 
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We continue to make substantial investmenti in our unconsolidated 
businesses. During 1999. we invested 5901 million. which included a 
cash payment of approximately 5630 million to increase our owner- 
ship interest in Omnitel from 19.71% to 23.14%. In 1999, we alro 
invested $202 million in Prim&o to fund the build-aut and opera- 
tions of its PC5 network and S69 million principally in our lease 
financing businesses. In 1998. we invested $603 million, which 
included an additional investment of $162 million in Omnitel to 
increase our ownership interest from 17.45% to 19.71%. 5301 million 
in PrimeCo. and 5140 million in our lease Enancing businesses. In 
1997, cash investing activities in unconsolidated businesses totaled 
$833 million and included 5426 million in Prim&o, $138 million in 
FLAG,and 5269 milEon in leasing and other partnerships. 

In 1999, we invested $505 million to acquire new businesses, 
including 5374 million to fully acquire the cellular properties of 
Frontier Cellular and $81 million for other wireless~QrOperties. We 
also invested 550 million in data sewce businesses in 1999. We 
invested cash for new businesses ofS62~miUian in each of 1998 and 
1997 in connection with ourdomestictireless subsidiaries. 

Our short-term investments include principdly cash equivalents held 
in trust accounts for payment of certain employee benefits. We 
invested 5855 million in short-term investments in 1999, including 
5785 million to pm-fund associate health and welfare benefits. Cash 
paymenu for shoe-term investments totaled $1,028 million in 1998 
and 5844 million in 1997, principally to pre-fund vacation pay and 
associate health and welfare benefit trusts. Beginning in 1999, we 
no longer fund the vacation pay true for all employees. Proceeds 
from the sales of all short-term investments were $795 million in 
1999.5968 million in 1998,and 5427 million in 1997. 

In 1999, we received cash proceeds of $612 million in connection 
with the disposition of our remaining investment in Viacom, repre- 
senting 12 million shares of their preferred stock (with & book value 
of approximately $600 miUion). In 1998. we received cash pmCeeds 
of 5637 million in connection with the disposition of investments. 
These proceeds included 5564 million associated with Viacorn's 
repurchase of one-half of our investment in Viacom and 173 million 
ham the sales of our paging and other nonstrategic businesses. In 
1997, we disposed of our real estate properties and our interests in 
Bellcore. Infostrada. SkyTV and other joint ventures and received 
cash proceeds totaling 1547 miilion. 

During 1997, we received cash proceeds af 5153 million from the 
TCNZshare repurchase pian,vhich was completed in December 1997. 

Cash Flows UsedIn Financing Activities 

Asin ptioryears.dividend payments were a significant use of capital 

tesources. We determine the appropriateness ofthelevel ofourdi+ 
dend payments on a periodic basis by considering such Faaors ds 
Iang-term growth opportunities. internal cash requirements, and the 
expectations of our shareowners. In 1999 and 1998, we declared 
quarterly cash dividends of 5.385 per share or 11.54 per share in 
each year. We declared cash dividends of J.37 per share in the first 
and second quarters of1997 and S.385 per share in the second half 
of1997, or $1.51 per share fortheyear. 

\ J 
We increased our total debt (including capital leze obligations) by 
approximately 53.3 billion from December 31, 1998, primarily to 
fund our investments in Omnitel. PrimeCo. and Frontier Cellular. Our 
debt balance at December 31. 1999 also included 5664 million for 
the mark-to-market adjustment for the CWC exchangeable notes. 
5456 million of additional debt issued by Iusacell in 1999, and 
approximately $105 million of debt assumed from the acquisition of 
Frontier Cellular. These factors were partially offset by the use of 
cash proceeds received from the disposition of our remaining invest- 
ment in Viacam. Our debt level increased by $1.026 million ham 
1997 to 1998. principally to fund the capital program and for 
continued investments in PtimeCo and Omnitel. fihe pre-funding of 
employee benefit trusts and purchases of shares to fund employee 
stock option exercises alx contibuted to the increase in debt levels 
in both 1999 and 1998. 

In February 1998. our wholly owned subsidiary. Bell Atlantic 
Financial Services. Inc. (FSI), issued $2.455 million in 5.75% 
exchangeable notes due on April 1. 2003 that are whangeable into 
ordinav shares of TCNZ stock (TCNZ exchangeable notes). In August 
1998, FSI also issued 53.180 millian of4.25% senior exchangeable 
notes due on September 15. 2005 that are exchangeable into ordi- 
nary shares of CWC stock (CWC exchangeable notes). Proceeds of 
both offerings were used for the repaymentofa potion of our short- 
term debt and other general corporate purposes. 

Our operating telephone subsidiaties refinanced debentures totaling 
5257 million in 1999 and 5790 million in 1998. 

As of Oecember31. 1999. we had in excess ofS4.0 billion of unused 
bank Lines of credit and 5143 million in bank borrowings outrtaod- 
ing. As of Oecember 31. 1999. our operating ielephone subsidiaties 
and financing subsidiaries had shelf registrations fortheirsuance of 
up to 12.9 billion of unsecured debt recun'ties. In March 2000, fSI 
issued approximately 5893 million of medium-term notes, the 
proceeds of which were used to reduce short-term debt Levels and for 
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